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Ten Year Vision

Make Washington State the
most attractive, creative and
fertile investment environment
for innovation in the world as a
means of achieving long term
global competitiveness
prosperity and economic
opportunity for all the state’s

citizens.
...with change occurring at We must look over the horizon and
mind-boggling speed, we can’t prepare for the new economy that
rest on our laurels, so let’s will emerge when this recession
commit today to grooming a passes. Simply put, we must re-

workforce and leaders who are
agile, creative, and embrace
innovation.

build, re-tool and re-invent our
national strategies for sustained

Gov. Chris Gregoire economic Success.
March 10, 2009 Commerce Secretary Gary Locke
Former Gov. Washington State

March 18, 2009
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‘ Noah’s Ark
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TOTAL PACKAGE: $787 billion= Spending + Tax cuts

Direct Payment o indtvicusis A BREAKDOWN OF THE FINAL STIMULUS BILL
‘ Total spending: $575 billion




that does a trillion dollars look like?




‘ Who will ensure accountability?
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Regional Innovation Forums

What is your regional economic and
innovation vision in next 10 years?

What are the critical high impact projects?
How to leverage federal stimulus?

What relationships can acclerate
implementation?

How do we measure success?



Innovation Ecosystem



‘ Deepening Relationships in Washington’s Innovation
Ecosystem
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WEDC Timeline 2009 v.1.0
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The best way to predict the future
IS to invent it.

— Alan Kay



‘ New Model for Economic Development

Traditional Model Innovation Driven Model

Attracting companies Investing in talent and infrastructure
Jobs Quality of jobs, per capita incomes
Lowest cost of business inputs Higher value inputs, increasing

Focus on skills and single occupation Focus on learning and career flexibility
Large corporations, economies of Entrepreneurs, agile businesses, free
Top down economic development Bottom-up partnerships and organic

Investing in technology inputs--Linear Investing in innovation outcome--

Competing regions: zero sum game Collaborating regions: value creation game
Closed innovation system Open innovation systems, networks
Locally focused clusters Globally focused clusters

Washington Economic Development

Cammicolan
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Innovation Pillars

TALENT

Grow talent in INVESTMENT
strategic industries, Diversify R&D base,

high demand ignite local innovation

occupations and entrepreneurship

TRATEG

INFRASTRUCTURE

Invest in smart, clean, and
green infrastructure

Eqils Mibergs



Talent Challenge
How did we fall behind?

Only 19 out of 100 students in ninth grade
will earn an associate degree or higher.

: College
76%
Sowrroes: . DegrEE
O5AY: k12 Envoliment and Grodination ”%
OSPYSESRC: High School Graduation Folow Study
IPEDS: Complations Raie 'I g%
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Investment Challenge

iy

Y Transforming ideas

y Into applications
Creating business
models

2.

ot

No capital

Researchers and
entrepreneurs
create new ideas

Firm creation and
innovation
success

Double “Valley of Death”

Egils Milbergs Dr. Charles Wessner, National Acadgpmies
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Shifting of Competitive Advantage

m 1960s & 1970s Advantage is Cost
Strategy is ‘“Making it cheaper”

= 1980s & 1990s Advantage is Quality
Strategy is ‘“Making it better”

= 2000s Advantage is Innovation
Strategy is ‘“Making something new”’




Context

"never allow a crisis to go to waste,"
Rahm Emanuel

“Fasten your seat belts. Its going to be a bumpy night.”
Bette Davis
All About Eve, 1950

Egils Milbergs 21



The Pace of Innovation — Accelerating

Television
Electricity Telephone

Automobile
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‘ 2008 New Economy Index

Overall Knowledge Globaliza- Economic Digital Innovation
Rank Jobs tion Dynamism Economy Capacity

(2) (7) (3) (18) (7) (2)

CT X MA NV

MD VA - CO NJ CA
DE MD NJ GA RI NM
NJ NY SC NY VA MD

“States that foster risk-taking and treat this time as an opportunity will be
in a better position when they emerge - they'll be growing, instead of
replacing the investments they slashed." Rob Atkinson, ITIF




Owverall Score

Onwerall Score
Rank Country o
1 Singapore 73.4
2 Sweaden 1.0
3 Luzeesmibsourg 6.2
4 Dernmark 4.5

2

i Finland 5486
8 (W] o Hir 2
= ] Japan 59.0
10 MO TS 58.6
11 Matherlands 58.4
12 France Lot |
13 Ireland 5.4
14 Belkgium 56.3
15 Germany 5.0
16 Canada 5.4
15 Austria LS8
18 E-15" 52.5
1o Saustralia 515
i ELl-25 HilkG
21 Crach Republc 479
22 E stania A1
23 Spain 43.7
24 Hungary 425
25 Lithuania 40.8
26 ltaly A2
27 Paortugal a8.7
28 Slovenia ar.6
29 Slowakia B ]

Change Score 1999-2009

Is US Losing the

Innovation Edge?
ITIF Analysis of 16 Indicators

a1 Latwia 8.5
az Malta a6.2
3 China a6.0
a4 Podand as.4
a5 Russia as.1
a6 Cyprus a33.2
av Graaca 1.5
a8 Brazil a0k
a9 Moo 26.0
ALy India 21.6

Average a6.5

Rank T Change Score
{1999-2009)
1 China 19.5
2 Singapare 19.0
3 Lithuania 14.8
4 E stonia 18.1
5 Denmark 17.4
& Luxermbroarg 16.9
7 Skowvenia 167
8 Russia 15.2
9 Cyprus 14.7
10 Japan 14.4
1 Hungary 14.3
12 Slowakia 14.1
13 Crech Republic 13.8
14 India 13.6
15 Latwia 13.4
16 Austria 13.2
17 5 Korea 13.2
18 Iredand 12.9
HEERE R T
20 Spain 10.8
21 Swaden 10.7
22 France 1006
23 Portugal 10.1
24 Malta 9.9
25 Belgium 9.5
26 ELl-25% 0.4
27 Paoland 0.4
28 UK 9.0
29 EU-15 8.5
a0 Mexico 8.0
A Matharlands .49
a2 Australia V.4
E: Finland 7.3
34 Canada 6.3
as Germany 6.3
a6 Itaky 52
av MNAFTA® 5.1
a8 Graaos 5.1
peie] Brazil a7

B B EEEE T T R

Average

11.2




Nature of Innovation is Changing

Linear Model

Single discipline .

Hierarchical governance « Self organizing

Closed system relationships

Internal talent « Open innovation
Controlled process « Access talent everywhere
IP hoarded « IP commons

Product centric « Customer centric
Forecasting demand I+ Sense and respond

25



‘ Best-known Innovation Ecosystem:

Hollywood




‘ Global Health Ecosystem

We believe Washington State
can make « global difference.

S:PATH

A catalyst for global health

~RED HUTCHINSON
CANCIR RESEARCH CENTER

A LIFE OF SCIENCE

Py |\
o | I 11 11
ffEEETE Em

IIEEEEEE
S Research and
Seattle ~=wpzr technology
Biomedical Research

Institute

DEPARTMENT OF GLOBAL HEALTH

) O.0004

Washington §‘_
Global Health

AAAAAAAA

Public-private
partnerships

Education, training,
and mentoring

Advocacy and
communication

Infectious Disease Research Institute

27

WASHINGTON STATE.
@ [UNIVERSITY

World Class. Face to Face.

BILL&MELINDA
GATES foundation




The Innovation Ecosystem Shifts the Debate

Policymaking Tends to Focus Alternative is Single
on Discrete Issues With Innovation Policy with
Narrow Constituencies a Broad Constituency

High Demand
tions

FederalR&D )~ odional
Transportation .
‘ avelopment

N » INNOVATION

— STRATEGY
Collaborations




‘ Digital Infrastructure




General Categories of Stimulus Spending

(Billions of Dollars)

SRS ASRRRRRANN

Health j
e Research Funding
|
: NIH
NSF
NIST
Education DOD Energy
Social Justice Byrne Grants

Services

Transportation

Communications

Energy

Environment

Housing -

| Science |




“The Innovation Economy

Capital

Knowledge
¥, &
Intangibles

Labor

Agriculture
Industrial
|HEREE Knowledge

Land 31



Il WEDC Working Groups

(in orange)

GOALS: The outcomes we are seeking:
economic growth, productivity, employment,
higher incomes, sustainability, competitiveness,

STRATEGY: How we will get there:

aligning and coordinating with “institutions
for collaboration”

DRIVERS: Enabling growth of L W L.

industry and geographic clusters i [ g i [ g i [ g
FACTMAIID

FOUNDATIONS: The

pillars of innovation and

21st Century

competitiveness and
economic development




Innovation Ecosystem
Major Subsystems and Linkages

Macro-Economic

Public Policies Conditions

R&D

Talent ,
Business Market

Value

Capital Models Demand

Networks

Infrastructure Mindset




It is not the strongest of the species that survive,
nor the most intelligent,

but the ones most responsive to change.
— Charles Darwin



ANOLC AL REVOLUTIONS IN 230 Y

* The ‘Industrial Revolution’

Age of Steam and Railways

Age of Steel, Electricity and Heavy Engineering

Age of Information and Telecommunications

* Age of Qil, the Automobile and Mass Production

Age of Bio, Nano and Cogno?

Source: Perez




Disintermediation of Value Chain

Research Engineering Branding
Invention == Prototyping == Marketing
Product Dev. Production Distribution
Design Manufacturing Services
Creativity

Advanced
Economies

VALUE CAPTURED

Developing
Economies

_y

INNOVATION VALUE CHAIN



Chair, Bruce Kendall, EDB for
Tacoma-Pierce County

Vice Chair, Steven Van Ausdie,
Walla Walla Community College

Constance Bacon, Port of Tacoma

Rep. Norma Smith, Ranking
Member, House Community and
Economic Development and Trade

Rick Bender, AFL-CIO

Tony Bonanzino, (former) Hollister-
Stier Laboratories

Jack Breeze, Washington Advisory
Group

John Gardner, Washington State
University

Sen. Jim Kastama, Chair, Senate
Economic Development, Trade and
Innovation

Rep. Phyllis Gutierrez Kenney,
Chair, House Community and
Economic Development and Trade

Multi-Sector Composition of WEDC

Roger Knutzen, Knutzen Farms

Karen Lee, Commissioner of
Employment Security

Eleni Papadakis, Director, Workforce
'Igrain(ijng and Education Coordinating
oar

H. Stewart Parker, (former)Targeted
Genetics Corporation

Michael Sotelo, Approach
Management Services

Ted Spraque, Cowllitz Economic
Development Council

Sen Joseph Zarelli, Ranking
Member, Senate Economic
Development, Trade and Innovation

Rogers Weed, Director, Community,
Trade &Economic Development

Executive Director, Egils Milbergs



Color Scheme for Bubble Charts

Seattle —King County

Rapid Growth
(over 25%)
Small Decline
(-5 t0 25%)
Slower Growth
TN

(510 25%)
) Mo Data on ehange

Big Decline
(over 25% decline)

$200.000 peppsitory Credit QOrganizations ke
Telecommunications o
, Gervices +H22%
$175,000 / El7c1trumedical Apparatus -24%
Customer computer
o $150,000 " Programming +3%
%‘ $125.000 L\ / Scenic Sightseeihg +36% Aerospace
= i .~ Heavy Truck Mfg. -16% 7 -17%
o _Water Transport +19%, “S8Ess
& $100.000 — Fisheries & Seafood
E-, . O .Prncessing -12%
= $75.000 T T Sporting Goods, Toy Game Mfg. -24% @_
. A | air Transportation -28% Overhead
$50.000 Crane & Hoist
Travel arrangement +9% Mfg. -2%
$2 5.000 Ris Nonstore Retailers -13%
Spectator Sports +13%
$0 erfurmipg Arts -6%
0 5 10 15 20

Location Quotient

Source: Sommers,Beyers,Wenzl Industry Cluster Analysis, 2008
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Faster Growth in Middle-Skilled Jobs

12.7%
growth rate

1.8%

High- growth rate
skilled

jobs

U.S5. EMPLOYMENT (MILLIONS)

—_ 1996 2000 20086 2016 —_

Source: BLS, Council on Competitiveness



Critical Relationships

Creative Economic

peop|e Development

Quality of
Place




Economic Development Commission

(why we exist)

Develop a comprehensive economic
development strategic plan to guide the
operation of effective economic development
programs, including workforce training,
infrastructure development, small business
assistance, technology transfer and export
assistance.



tlnnovation Ecosystems Evolve

Growth Node

Virtual Cluster

Many nodes

Fast growth
Key linkages

Dense linkages
Network to Network

Virtualized functions
Accelerated collaboration

Few to many firms

None or few firms
Growth potential

42



